Directors 


+*Jacques de Billy 


Senior Partner, Messrs. Gagnon, 


de Billy, Cantin, Dionne, 
Martin, Beaudoin & Lesage 
Quebec City 


Douglas F. S. Coate 

Secretary and General Counsel 
Union Carbide Canada Limited 
Toronto 


“John S. Dewar 

President 

Union Carbide Canada Limited 
Toronto 


T*Alec Flamm 
Senior Vice-President 
Union Carbide Corporation 
New York 


Alexander |. Hainey 
Vice-President 

Union Carbide Canada Limited 
Toronto 


W. Norman Kissick 
Vice-President 

Union Carbide Canada Limited 
Toronto 


TFred B. O’Mara 
Executive Vice-President 
Union Carbide Corporation 
New York 


Gordon W. Patterson 
Vice-President 

Union Carbide Canada Limited 
Toronto 


T*lan D. Sinclair 
Chairman of the Board 
Canadian Pacific Limited 
Montreal 


+*James C. Thackray 
President 
Bell Canada 
Montreal 


T*Richard M. Thomson 
President 
The Toronto-Dominion Bank 
Toronto 


“Audit Committee 
tCompensation Committee 


Executive 
Officers 


John S. Dewar 
President 


Alexander |. Hainey 
Vice-President 


W. Norman Kissick 
Vice-President 


Gordon W. Patterson 
Vice-President 


Douglas F. S. Coate 
Secretary and General Counsel 


Vernon V. Garlick 
Treasurer 


George A. Kelly 
Controller 


Cover: Union Carbide’s UNOX system is 


helping to maintain clean rivers and lakes 
by effectively treating municipal wastewater 


before it is discharged into waterways. 
The system, which is faster and more 


economical than conventional processes, 


uses oxygen to accelerate the bacterial 
decomposition of organic matter. 


Operating 
Management 


John J. Hutchings 
General Manager 
Gas Products 


Richard C. Kugelman 
General Manager 
Battery Products 


E. J. Peter Matzen 
General Manager 
Polyethylene 


F. Gordon Murphy 
General Manager 
Carbon Products 


Thomas R. Pezzack 
General Manager 
Casings and Films 


Robert H. Rastorp 
General Manager 
Home and Automotive Products 


George W. T. Richardson 
General Manager 
Metals 


Robert C. Wilkes 
General Manager 
Chemicals 


Sur demande, iI nous fera plaisir de vous 
envoyer I’édition francaise de ce rapport. 


The Annual Meeting of Shareholders will be 
held at 11.00 a.m. on Friday, April 22, 1977, at 
the Royal York Hotel, Toronto. 


To our 
shareholders 


Sales increased and net income 
declined as Union Carbide Canada 
Limited’s 1976 performance 
reflected the challenging business 
conditions that accompany a 
hesitant economy. 

Sales improved four per cent to 
$393.7 million. Plastics demand 
strengthened but sales of chemicals 
were inhibited by asharp drop in 
anti-freeze demand and a depressed 
fibres market. The performance 
of metals, carbon products and 
gases suffered from the marginal 
growth in the production of steel, 

a key customer industry for these 
businesses. Sales of EVEREADY bat- 
teries remained strong, however, and 
GLAD home products continued 

to enjoy expanding consumer 
acceptance. 

Net income of $3.21 per share was 
down 26 per cent from the $4.31 
earned the previous year. The 1976 
figure includes 27 cents a share of 
extraordinary gain from the sale of 
the company’s phenolic resins busi- 
ness. A marked reduction in inven- 
tory profit and stagnant prices in tne 
face of mounting costs were the two 
major factors affecting net income. 
Higher interest expense on addi- 
tional borrowings and the prelimi- 
nary operating costs of a world- 
scale polyethylene plant under 
construction in Moore Township, 
Ontario, also contributed to the 


earnings shortfall. 
oo 


Construction expenditures 
reached $110.2 million, increasing 
47 per cent over the $74.8 million 
spent on construction in 1975. The 
bulk of the outlay was devoted to the 
$170 million Moore Township facil- 
ity which will become operational in 
late 1977. 

Employee and social concern 
continued to be a vital facet of Union 
Carbide’s 1976 business planning. 
Our safety experience showed 
further significant improvement. 
The effective management of 
energy again received critical atten- 
tion and we achieved considerable 
headway in our occupational health 
and environmental improvement 
programs, both of which are among 
the most comprehensive of their 
type in Canadian industry. 

The quarterly dividend was 
increased in June from 21% to 22's 
cents a share. The new rate is the 
equivalent of 90 cents a share on an 
annual basis. 

In January, 1977, Alec Flamm, 
Senior Vice-President of Union 
Carbide Corporation, was appointed 
to the Board of Directors to filla 
vacancy created by the retirement 
of John F. Shanklin, Secretary and 
Vice-President of the Corporation. 
Mr. Shanklin contributed signifi- 
cantly to the operations and growth 
of the Company during his 19-year 
term on the Board. 


The year ahead will be largel 
of transition for Union Carbide be- 


cause of its involvement in complet- 


ing projects that will help establish a 
world-competitive petrochemical 
industry in Canada. A major mile- 


stone will be the start-up of Petrosar 
Limited’s massive Moore Township | 
primary petrochemical facility . 
which will supply ethylene to Union 
Carbide’s nearby polyethylene j«® ° 
plant and chemical feedstocks to 

a number of other derivative 
producers in the Sarnia area. 

Union Carbide holds a 20 per cent 
equity interest in Petrosar. Although 
the fixed investment costs of the 
project have increased to $450 mil- 
lion, itremains a viable and attractive 
undertaking and represents an im- 
portant step for Canada as it moves 
towards self-sufficiency in petro- 
chemicals and an international 
presence in this industry. 

Our sales performance in 1977 
will hinge on the degree of 
economic recovery that can occur | 
while anti-inflation controls remain 
in effect. Earnings will be pressured , 
by the non-recurring cost of com-_ | 
missioning world-scale facilities. | 

The talent and industry of 
employees contributed significantly 
to Union Carbide’s achievements in 
what proved to be, in many respects, 
a difficult year. They are the founda- 
tion for the company’s future and a 
prime source of confidence as we 
look forward to the challenges of 
1977 and beyond. 


LnwaAr 


President 


The production of polyester fabrics repre- depressed, synthetic fibre markets are 
sents a major end use for ethylene glycol, expected to recover to normal growth 
one of the principal chemicals produced levels in 1977. 

by Union Carbide. Although recently 


Operations 
Review 


Sales of $393,735,000 in 1976 
represented a record for the fifth 
successive year and an improve- 
ment of four per cent over 1975 
sales of $378,172,000. 

The gain was achieved although 
the Federal Government’s anti- 
inflation program and world busi- 
ness conditions combined to 
stifle Canadian economic growth, 
depressing the markets for many 
Union Carbide products. It was 
largely the result of increased 
volume as product prices on 
average increased only marginally 
from the previous year. 

Net income of $32,121,000, or 
$3.21 per share, was 26 per cent 
below the $43,136,000, or $4.31 per 
share, earned in 1975. A reduction 
of 78 cents per share in inventory 
profit, an essentially flat price 
index, higher interest costs and the 
preliminary operating expense 
associated with the Moore 
Township polyethylene project were 
the principal detractors. 

Included in 1976 earnings was 
$2,750,000, or 27 cents per share, of 
extraordinary gain from the sale of 
Union Carbide’s phenolic resins 
business with manufacturing 
facilities at Belleville; Ontario. Net 
income from operations was 
$29,371,000, or $2.94 per share. 


CHEMICALS 


More than 300 different organic 
chemicals are manufactured and 
marketed by Union Carbide for a 
variety of diversified industrial 
applications. Their uses range from 
the sweetening of natural gas to the 
manufacture of paints, detergents 
and cosmetics. 

Most markets experienced mar- 
ginal growth but total sales declined 
from 1975's level because of a 
sharply-reduced demand for auto- 
motive anti-freeze. The depressed 


market resulted from excessive 
trade and consumer inventory 
Carry-overs, aggravated by a 

surge in imports from the United 
States and Europe. The company’s 
PRESTONE II brand, however, 
maintained its leading market 
position. 

Ethylene glycol, the base ingre- 
dient in anti-freeze, is also used in the 
production of polyester fibre and 
polyester markets were afflicted in 
1976 by a decline in the consumer 
popularity of double-knit fabrics 
and severe import competition. 

A comprehensive study to 
evaluate the opportunities for Union 
Carbide in current Alberta petro- 
chemical developments was initi- 
ated and will be completed in 1977. 


The Year At A Glance 


Per Per 
1976 Share 1975 Share 
Sales $393,735 $378,172 
Net Income 32,121 $3.21 43,136 $4.31 
% of Sales 8.2% 11.4% 
% of Invested Capital” 9.1% 16.7% 
% of Shareholders’ Equity* 14.5% 22.3% 
Dividends 8,875 0.89 8,500 0.85 
% of Net Income 27.6% 19.7% 
Net Income Reinvested 23,246 2.32 34,636 3:46 
Total Assets 546,064 431,852 
Construction Expenditures 110,207 74,784 
Depreciation and Amortization Af.012 14,811 
Shareholders’ Equity (Book Value) 233,844 23.38 210,598 21.06 
Number of Shareholders 5,500 5,900 
Market Price Range: High 24.00 22.00 
Low 17.62 14.00 


(dollars in thousands — except per 
share figures) 


*Based on average of beginning and end of 
year figures. Invested capital includes 
short-term debt, long-term debt and 
Shareholders’ Equity. 


Selling Prices (1961 index . . . 100) 


Consumer Price Index 


General Wholesale Price Index 


Union Carbide Canada Index 


1967 1966 eee 1oGo sO OR olrd 1972 mee 7 Oe (4 eo Om oso 


Sales by Markets (per cent of sales) 


0 5 10 15 20 20 30 


7% Machinery - Electrical and Other 


| 5% Transportation (Including motor vehicle mfg.) 
| 4% Forest, Paper and Related Products 


3% Agricultural and Food 


oe 4% All Other 


Construction Expenditures by Group 


1976 1975 
Amount Per Cent Amount Per Cent 
(in thousands) of Total (in thousands) of Total 
Chemicals and Plastics $ 88,553 80 $59,992 80 | 
Gases 10,924 10 6,090 8 
Metals and Carbon: 10,730 10 8,702 12 
$110,207 100 $74,784 100 


PLASTICS 


Increased exports of polyethylene 
resin helped counter sluggish 
domestic markets and contributed 
to the improved sales of Union Car- 
bide’s plastics businesses. 

Low-density polyethylene is 
manufactured by the company at its 
recently-expanded Montreal East 
petrochemical complex. Both low- 
and high-density resins will be 
produced at the Moore Township 
plant that is nearing completion in 
southwestern Ontario. A shortage 
of skilled craftsmen in critical trades 
delayed the progress of portions 
of the Moore Township plant but, at 
year-end, construction was more 
than 60 per cent complete. The high- 
density polyethylene facilities will 
go into operation in the second 
quarter of 1977 with ethylene feed- 
stock transported from Montreal 
East. Low-density polyethylene 
production will begin in the fourth 
quarter when ethylene becomes 
available from Petrosar. Recruit- 
ment and training of operating and 
technical personnel is proceeding 
according to schedule. 

In anticipation of the new plant 
start-up, high-density polyethylene 
markets were vigorously pursued 
with imported product. Initial mar- 
keting objectives were achieved and 
development efforts concentrated 
on new high-density polyethylene 
compounds for such applications 
as drainage and gas transmission 
pipe and plastic films. Co-operative 
projects were initiated with molding 
companies to design shipping con- 
tainers and drums fabricated from 
a special grade of tough, impact- 
resistant high-density polyethylene. 

As well as producing the basic 
resin, Union Carbide also extrudes 
polyethylene into film for a wide 
range of industrial and consumer 
applications and converts it into the 
well-known GLAD line of food stor- 
age and waste disposal products. 

The film industry in 1976 suffered 
froma combination of over-capacity 
and limited market growth. Operat- 
ing at less than 60 per cent of 
capacity, film producers competed 
aggressively for market share and 
the result was severe price erosion. 


Demand for GLAD products 
remained strong and sales out- 
paced market growth. A new GLAD 
line of freezer bags, which feature a 
number of consumer advantages, 
was successfully introduced across 
Canada early in the year. 

Union Carbide is Canada’s sole 
manufacturer of synthetic food 
casings for the meat processing 
industry and domestic casings 
sales registered strong gains. 
Exports declined, however, 
because of generally unfavourable 
meat industry economics in 
overseas markets. 

In November, the company sold 
its phenolic resins business, includ- 
ing aplant at Belleville, to Bakelite 
Thermosets Limited. The sale 
reflects the current business 
direction of Union Carbide’s plastics 
operations which concentrates 
resources on the growth of its 
ethylene-based businesses. 


These peaches will retain their freshness 
and succulence in GLAD freezer bags, 
Union Carbide’s recent entry into the 
fastest-growing segment of the food 
wrap industry. A range of bag sizes 
accommodates most food items. 


Because it is weatherproof and has 
excellent insulation properties, poly- 
ethylene surrounds a multitude of wire and 
cable products. Union Carbide is Canada’s 
largest polyethylene producer. 


GASES 


Industrial gas sales recorded sub- 
stantial growth but shipments of 
welding and cutting apparatus and 
fabricated metal products declined 
in line with the reduced operating 
levels of their respective markets. 

Ontario Hydro’s decision to post- 
pone aplanned major addition to its 
Bruce heavy water plant at Douglas 
Point, Ontario, resulted in the 
cancellation of an order for a large 
quantity of distillation trays and 
related equipment. 

Negotiations were completed for 
the sale of aUNOX secondary waste 
water treatment system to the City of 
Calgary and an ozonation system to 
the City of St. John’s for a new 
potable water reservoir. The first 
sale was made to asteel producer of 
a spot scarfing machine to treat 
Steel billets and slabs, removing any 
imperfections not eliminated by 
primary scarfing operations. 

Work started on a $12 million 
air separation plant at Oakville, 
Ontario. The new plant will replace 
outdated existing facilities and will 
be completed in the fourth quarter 
of 1977. With a combined capacity 
of 260 tons per day, it will supply 
oxygen, nitrogen and argon in liquid 
form to expanding markets 
throughout southern Ontario. 

Pipeline nitrogen distribution sys- 
tems at Sarnia and Montreal were 
expanded to meet the growing 
nitrogen requirements of petro- 
chemical companies in these areas. 
Nitrogen is being increasingly used 
as an alternative to hydrocarbon 
gases in refinery purging and 
blanketing operations. 

Development activities during the 
year included work on the use of 
liquid nitrogen in the cryogenic 
processing of used tires to recover 


The growing popularity of electronic digital 
wrist watches has resulted in increased 
sales of the tiny EVEREADY batteries that 
power these timepieces. 


the rubber and fibre content, and 
continued study of new applications 
for oxygen enrichment in metallur- 
gical processes. 


METALS AND CARBON 


Carbon product sales improved 
but metals sales held at 1975's level 
as the lack of growth in Canadian 
steel output restricted the perform- 
ance of this area of Union Carbide’s 
operations. Strikes at major 
customers compounded the effect 
of weaker markets. 

Steel production gained only one 
per cent in 1976 and electric furnace 
steel, which uses Union Carbide’s 


graphite electrodes, was off 
approximately 15 per cent from the 
previous year. The gain in carbon 
product sales stemmed from 
expanded market share. 

World over-capacity of man- 
ganese and silicon products limited 
metals exports and exerted down- 
ward pressure on domestic pricing 
and volume. 

In construction activities, a 
$6 million program to automate 
production facilities and enlarge 
furnace electrode capacity was 
completed at the Welland, Ontario, 
carbon plant. An integrated man- 
ganese crushing and sizing 
operation and related warehousing 
facilities were brought into 
operation at the Beauharnois, 
Quebec, metals facility. 

Sales of EVEREADY batteries 
were buoyed by the consumer 
popularity of such new battery- 
operated devices as electronic 
watches, calculators and television 
games and attained record levels. 
A $2 million expansion of alkaline 
battery manufacturing facilities 
was completed at the Walkerton, 
Ontario, plant. 


Resources and 
Responsibilities 


EMPLOYEES 


Union Carbide made further 
important moves in 1976 to 
maximize employee potential, 
broaden employee benefits and 
promote safe conditions and prac- 
tices both on and off the job. 

Special training under the Union 
Carbide Management System was 
provided for 300 managers and 
first-line Supervisors. More than 600 
individuals have now been involved 
in this phase of training, which is 
nearing completion and will be 
supplemented by other managerial 
and supervisory programs tailored 
to more specific individual needs. 
Approximately 200 managers took 
part during the year in a training 
program designed to more accu- 
rately define position responsi- 
bilities and accountabilities. This 
activity provides a base on which to 
administer the company’s human 
resource planning and salary 
administration systems. 

Improvements to Union Carbide’s 
employee benefit plans were an- 
nounced for implementation in 1977 
to ensure the company remains 
competitive in the benefits area. 

A dental assistance plan is being 
introduced to help to pay expenses 
for routine and major restorative 
dental care for both employees and 
their families. Revisions to the non- 
contributory pension plan include 
liberalized retirement and survivor 
benefits. 

The company again achieved 
a record-setting year of safety 
performance, reducing disabling 
injuries (injuries judged serious 
enough to cause a loss of work time) 
by eight per cent and work days lost 
due to such injuries by 40 per cent. 
Increased emphasis was directed 
to off-the-job safety in programs 


that stressed the importance of 
good safety attitudes at home, on 
the highway and during leisure 
activities. 

Negotiations of eight collective 
agreements were successfully 
concluded without a strike. 


Thousands of school children and others 
throughout Canada have enjoyed an illus- 
trated booklet, produced as a public service 
by Union Carbide, about the life of the 
prolific but little-known Canadian inventor, 


THE ENVIRONMENT 


In line with its responsibility to 
safeguard and enhance the environ- 
mental quality in and around its 
manufacturing locations, Union 
Carbide continued to give its Envi- 
ronmental Impact Analysis a wider 


Thomas ‘‘Carbide”’ Willson. Willson’s 1892 
discovery of the first commercial way to 
make calcium carbide and acetylene led 
to the formation of the Union Carbide 
organization. 


application in 1976. The system, 
which was adopted in 1975, pro- 
vides data that enables the company 
to understand and deal with any 
current or anticipated environmen- 
tal problem related to any product, 
process or production facility. 


Sixteen locations have undergone 
examination so far. 

Major environmental control 
projects continued at Beauharnois 
and were completed at Welland 
where the installation of abatement 
equipment is being supplemented 
by a visual improvement program 
that will establish an attractive 
greenbelt area around the plant. The 
first stage of this program was com- 
pleted in 1976 and included exten- 
sive redevelopment of an adjacent 
school yard which was provided 
with a range of recreational 
amenities. 


ENERGY 


Union Carbide’s vigorous energy 
conservation program continued 
to realize substantial savings in 
the cost of energy, both as a raw 
energy source and a hydrocarbon 
feedstock for conversion into petro- 
chemicals. The program, which 
has been responsible for energy 
savings of more than $1 million in 
its first year of operation, is pro- 
gressing at all plant locations. It 
is Supported by an extensive com- 
munications effort that was initiated 
in 1976 to carry the conservation 
message to employees. A new step 
in achieving more efficient planning 
and utilization of energy was the 
appointment during the year of 
a Director, Feedstock and Energy 
Supply. Union Carbide also takes 
part in a joint industry-government 
program of voluntary conservation 
which calls for a 17 per cent 
reduction in energy consumption, 
per pound of product made, over 
a nine-year period culminating 
in 1980. 


Consolidated Statement of Income and Retained Earnings 


(thousands of dollars) 


Year Ended 

December 31, 1976 

Sales $393,735 
Cost of Goods Sold $291,916 
Selling, General and Administrative Expenses 31,684 
Depreciation and Amortization 17,012 
Interest on Long-Term Debt 14,385 

354,997 

38,738 
Investment Income 7,888 
Gain on Disposal of Capital Assets 777 

8,665 

47,403 

Income Taxes 19,680 

27,723 

Share of Income of Companies carried at Equity 1,648 

Income before Extraordinary Item 29,371 
Per Share $2.94 

Extraordinary Item 2,750 

Net Income 32,121 
Net Income per Share $3.21 

Retained Earnings at January 1 150,998 

183,119 

Dividends Paid 8,875 

Retained Earnings at December 31 $174,244 

UNION CARBIDE CANADA LIMITED The notes on pages 13, 14 and 15 are an 

and consolidated subsidiaries integral part of this statement. 
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Year Ended 
December 31, 1975 


$378,172 


263,288 
(Rf eT! 
14,811 

6,654 


312,090 


66,082 
3,682 
539 


4,221 
70,303 


29,510 


40,793 
2,343 


43,136 
$4.31 


43,136 
$4.31 


116,362 


159,498 
8,500 


$150,998 


Consolidated Statement of Changes in Financial Position 


Source of Funds 
Operations 


(thousands of dollars) 


Year Ended Year Ended 


December 31, 1976 December 31, 1975 


Net Income before Extraordinary Item 
Items not affecting Working Capital 


Depreciation 
Transfer to D 


and Amortization 
eferred Income Taxes 


Share of Unremitted Earnings of Companies 
carried at Equity 


Working Capital Provided from Operations 


Net Proceeds from Lon 
Extraordinary Item 
Disposal of Fixed Asset 


Application of Funds 


g-Term Debt Issue 


S (1976 proceeds $6,402) 


Acquisition of Fixed Assets 


Increase in Investments 
Dividends Paid 


Current Portion Long-Term Debt 


Acquisition of Goodwill 
Other - Net 


Increase (Decrease) in Working Capital 
Working Capital at beginning of year 


Working Capital at end of year 


Changes in Components of Working Capital 


Cash and Marketable S 
Receivables 
Inventories 

Prepaid Expenses 
Payables 


ecurities 


Income and Other Taxes 


$ 29,371 $ 43,136 
17,012 14,811 
23,562 16,990 

(985) (1,581) 
68,960 73,356 
58,275 73,837 

2,750 - 

1,371 OTT, 
131,356 147,470 
110,207 74,784 
11,924 6,446 
8,875 8,500 

2727 = 

170 257 

434 (161) 
134,337 89,826 
(2,981) 57,644 
134,371 76,727 

$131,390 $134,371 

$ (15,971) $ 37,115 
8,894 (4,831) 
13,206 13,425 
1,021 663 
(9,272) (6,982) 

(859) 18,254 

$ (2,981) $ 57,644 


LL  VOvV—eeeeeee—— 


UNION CARBIDE CANADA LIMITED 
and consolidated subsidiaries 


The notes on pages 13, 14 and 15 are an 
integral part of this statement. 


Consolidated Balance Sheet 


(thousands of dollars) 
December 31, 1976 December 31, 1975 


Assets 
Current Assets 
Cash and Marketable Securities $ 40,600 § 56,571 
Receivables 65,998 57,104 
Inventories 93,757 80,551 
Prepaid Expense 3,897 2,876 
Total Current Assets 204,252 197,102 
Fixed Assets 306,845 214,864 
Investments 30,949 18,040 
Other Assets 4,018 1,846 
$546,064 $431,852 
Liabilities 
Current Liabilities 
Payables $ 70,174 $ 60,902 
Income and Other Taxes 2,688 1,829 
Total Current Liabilities 72,862 62,731 
Deferred Income Taxes 79,358 55,796 
Long-Term Debt 160,000 10227, 
312,220 221,254 
Shareholders’ Equity 
Capital Stock 
Common Shares without Nominal or Par Value 
Authorized - 12,500,000 shares 
Issued and Outstanding - 10,000,000 shares 59,600 59,600 
Retained Earnings 174,244 150,998 
233,844 210,598 
$546,064 $431,852 


Signed on behalf of the Board 


J. S. Dewar, Director 
J. de Billy, Director 


UNION CARBIDE CANADA LIMITED 


and consolidated subsidiaries 
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The notes on pages 13, 14 and 15 are an 


integral part of this statement. 


Notes to the 1976 Financial Statements 


(thousands of dollars) 
December 31, 1976 December 31, 1975 


1. Supplementary Balance Sheet Detail 
Cash and Marketable Securities 


Cash $ 3,254 Ceetiorl 
Short-Term Deposits 15,500 37,000 
Short-Term Notes 21,846 12,000 
40,600 56,571 
Receivables Trade 45,494 48,087 
Affiliated Companies - Trade 6,006 2,743 
— Other 3,594 ~ 
Income Taxes Recoverable 5,200 = 
Miscellaneous 5,704 6,274 
65,998 57,104 
Inventories Raw Materials and Supplies 21,397 23,195 
Work in Process 26,997 24,476 
Finished Goods 45,363 32,880 
93,757 80,551 
Fixed Assets Land 7,487 7,246 
Buildings 71,892 66,967 
Machinery and Equipment 389,310 297,243 
Total Gross Fixed Investment 468,689 371,456 
Accumulated Depreciation 161,844 156,592 
Net Fixed Investment 306,845 214,864 
Investments Companies carried at equity in net assets 6,284 5,443 
Petrosar Limited 20,891 8,700 
Other Investments 3,774 3,897 
30,949 18,040 
Other Assets Unamortized Debt Discount 2,957 1,465 
Deferred Charges 669 = 
Patents, Trade Marks & Goodwill 
at unamortized cost 392 381 
4,018 1,846 
Payables Affiliated Companies 16,613 13,147 
Current Portion Long-Term Debt 2,727 = 
Other 50,834 47,755 
70,174 60,902 
Long-Term Debt a) 8%% Unsecured Debentures maturing 


May 1, 1992. Mandatory sinking fund 

payments of $750,000 annually 

commencing May 1, 1978 25,000 25,000 
103/4% Unsecured Debentures maturing 

June 15, 1995. Mandatory sinking fund 

payments of $3,000,000 annually 


Ss 


commencing June 15, 1981 75,000 75,000 
C) 914% Unsecured Notes maturing May 1, 1982 30,000 - 
d) 934% Unsecured Debentures maturing 


May 1, 1986. Mandatory sinking fund 
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payments of $1,500,000 annually 
commencing May 1, 1978 
e) A subsidiary’s 53/4% First Mortgage 


30,000 = 


Sinking Fund Bonds maturing May 1, 1977 = 


2a, 


160,000 NOZ2% 


2. Summary of Accounting The consolidated financial statements 


Policies 


Principles of Consolidation 


Short-Term Notes 


Inventories 


Fixed Assets and 
Depreciation 


Research and 
Development 


Income Taxes 


Employee Retirement 
Program 


include the assets, liabilities, revenues 
and expenses of all subsidiaries. Invest- 
ment in companies 25 to 50 per cent 
owned are carried at equity in net assets 
and the Company’s share of their earn- 
ings is included in the income statement. 


Total Assets 
Less Total Liabilities 


Net Assets 
UCCL Equity in Net Assets 
UCCL Equity in Net Income 


Short-Term notes are carried at cost, 
which approximates market. 


Inventory values, which do not include 
depreciation, are stated at cost and net 
realizable value, whichever is lower. 


The Company carries fixed assets at 
cost. Expenditures for replacements are 
capitalized and the replaced items are 
retired. Maintenance and repairs are 
charged to operations. The Company 
uses straight-line depreciation for finan- 
cial accounting purposes. Rates are 
based on estimates of life-months for 


Research and development costs are 
charged to cost of goods sold as 
incurred. 


The Company uses the deferral method 
of tax allocation to provide for income 
taxes. The time in which transactions 
affect taxable income frequently differs 
from the time in which they enter into the 


The actuarial liability for past service 
costs under the retirement program, 


The excess purchase price over equity 
value at time of acquisition is amortized 
over five years. Other investments 
(including Petrosar Limited referred to in 
Note 4) are carried at cost or less. The 
following is a financial summary of those 
companies carried at equity: 


(thousands of dollars) 
December 31, 1976 December 31, 1975 


$29,216 $25,068 
16,241 SETS) 
12,975 11269 
6,284 5,443 
1,648 2,343 


Cost is determined on the average 
cost method. 


each group of depreciable fixed assets. 
Depreciation is not charged on new 
assets until they become operative. Gain 
or loss on disposal of fixed assets Is cal- 
culated on the remaining net book value 
at the time of disposal and reflected in 
income. 


determination of income in the financial 
statements. The cumulative differences 
between tax provided and taxes payable 
are shown as ‘‘Deferred Income Taxes” 
on the Consolidated Balance Sheet. 


1976 will be amortized over a period 
ending in 1989. 


estimated to be $27,387,000 at January 1, 


3. Extraordinary Item 


4. Commitments 


Gain on Divestment of Phenolic Resins 
Business (after provision for income 
taxes of $1,447,000) $2,750,000 


a) The Company has entered into long- 


mum of 30.4% of any funds necessary 


term contracts for the purchase of ethy- to complete Petrosar’s plant and 33% 


lene and atmospheric residual oil from 
Petrosar Limited, in which the Com- 
pany has a 20% equity interest. The 
Company has agreed to pay a maxi- 


of any funds necessary to ensure that 
Petrosar meets certain of its debt 
obligations and obligations to repay 
certain customer pre-payments. The 


5. Directors’ and Officers’ 
Remuneration 


6. Anti-Inflation 
Legislation 


7. Sales 


shareholders of Petrosar have agreed 
among themselves that such funds 
will be provided on a basis whereby 
the Company’s net obligation is 
30.4%. Furthermore, Union Carbide 
Corporation has agreed to reimburse 
the Company or cause it to be reim- 
bursed to the extent of approximately 
one-third of any amounts paid under 
the said agreements in excess of the 


& 


protect it from all liability associated 
with that contract or that Union Car- 
bide Corporation or such affiliate will 
indemnify the Company against any 
loss which the Company may suffer 
as a result of the performance of its 
obligations to purchase residual oil. 
Commitments at December 31, 1976 
for capital expenditures amounted to 
approximately $36.0 million including 


Company’s share of the initial $50 
million of equity and $19 million of 


subordinated debentures provided by 


the shareholders of Petrosar. Union 


Carbide Corporation has undertaken 
that the atmospheric residual oil con- 


tract, for which the Company acted 


as an accommodation purchaser, will 


be assigned to an affiliate of Union 


Carbide Corporation on terms which, 
in the judgment of the Company, will 


In 1976, four directors received aggre- 
gate remuneration of $31,800 as direc- 
tors and five directors received no 


remuneration as directors. Eight officers 


In 1975, the government enacted 
legislation to restrain businesses in 
prices, compensation and dividends. 


Consolidated sales by class of business 


and proportion of the total were: 


ig 


$15.5 million currently estimated as 
the Company's share of funds re- 
quired to complete construction of 
the plant of Petrosar Limited. 

The Company has a contractual lia- 
bility to indemnify the purchaser of 

a former subsidiary against certain 
claims, including one for $1.4 million. 
In the opinion of counsel, the Com- 
pany has made adequate provision for 
the obligation, if any, under this claim. 


earned aggregate remuneration of 
$733,958 as officers. Five officers were 
also directors. 


Provision has been made for the 
estimated effect of this legislation 
on the Company. 


% of % Of % Change 

1976 Total 1975 Total from 1975 

Chemicals $ 52,782 13 $ 56,800 15 — 7 
Plastics 135,864 35 119,726 £y) +14 
Gases 68,648 17 To 17 0 19 — 7 
Metals and Carbon 136,441 35 127,876 34 + 7 
$393,735 100 $378,172 100 + 4 


Auditors’ Report 


To the Shareholders of Union Carbide other procedures as we considered 


Canada Limited 
We have examined the consolidated 


balance sheet of Union Carbide Canada 
Limited and consolidated subsidiaries as 


at December 31, 1976 and the consoli- 


dated statements of income and retained 
earnings and changes in financial posi- 
tion for the year then ended. Our exami- 


nation was made in accordance with 


generally accepted auditing standards, 
and accordingly included such tests and 


Toronto, Ontario 
January 24, 1977 


necessary in the circumstances. 

In our opinion, these consolidated 
financial statements present fairly the 
financial position of the companies as 
at December 31, 1976 and the results of their 
operations and the changes in their 
financial position for the year then ended 
in accordance with generally accepted 
accounting principles applied ona 
basis consistent with that of the 
preceding year. 


Chartered Accountants 


ifs) 


Five Year Summary 


1976 USES) 1974 1973 1972 


Sales 
Chemicals $ 52,782 $ 56,800 $ 52,878 $ 40,817 $ 36,743 
Plastics 135,864 119,726 110,146 82,832 65,011 
Gases 68,648 73,770 54155 40688 34,704 
Metals and Carbon 136,441 127,876 124/178 61-35 leer oor 
$393,735 $378,172 $341,357 $245,688 $212,045 
Net Income 
Amount 32,121 ©43,136> 45,085 916,907 1-635 
% of Sales 8.2% 11.4% 13.2% 6.9% 5D 76 
Per Share 3.21 4.31 4.51 1.69 leks) 
Total Assets 546,064 431,852 316,528 229,665 208,582 
Working Capital 131,390 134371 76,727 62,610 52,424 
Construction Expenditures 110,207 74,784 46,767 21,084 25,567 
Depreciation and 
Amortization 17.012 14811 13,950 13,691 15,448 
Employee Data 
Wages and Salaries 75,168 62,845 56,535 48,463 45,764 
Average Number of Employees 4,819 4,858 4,943 4,807 4,935 


UNION CARBIDE CANADA LIMITED 
and consolidated subsidiaries (dollars in thousands - except per share figures) 
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Plants 


Carbon 
Welland and Toronto, Ontario 


Chemicals 
Montreal East, Quebec 


Consumer Products 
Toronto, Orangeville and Walkerton, 
Ontario/Cowansville, Quebec. 


Gases 

Vancouver and Vernon, British 
Columbia/Calgary and Edmonton, 
Alberta/Saskatoon, Saskatchewan/ 
Selkirk, Thompson and Transcona, 
Manitoba/Thunder Bay, Sault Ste. 
Marie, London, Mississauga, 
Oakville, Sarnia and Ottawa, Ontario/ 
Noranda, Arvida, Montreal, Montreal 
East, Tracy, Lauzon and Sept-lles, 
Quebec/Saint John, New Brunswick/ 
Halifax, Nova Scotia 


Metals 
Beauharnois and Chicoutimi, 
Quebec 


Plastics 

Lindsay and Moore Township, 
Ontario/Cowansville and 
Montreal East, Quebec 


Principal operating subsidiaries 


Products 


Electric Arc Furnace Electrodes/ 
Electrolytic Cell Anodes/Furnace 
Linings/Electric Motor and 
Generator Brushes/ 


UNION CARBIDE Organic Chemicals, 
including Ethylene Oxide, 
Ethanolamines, Glycols and Glycol 
Ethers/Agricultural Chemicals/ 
Silicone Chemicals, Resins, Oils and 


EveREADY Flashlight, Transistor, Alka- 
line, Hearing Aid, Nickel Cadmium 
and other Batteries/EVEREADY 
Flashlight Cases and Lanterns/ 


LinDE Oxygen, Nitrogen, Hydrogen, 
Argon, Helium, Carbon Dioxide and 
Rare Gases/Specialty Gas Mixtures/ 
Fumigants and Sterilants/Calcium 
Carbide and Acetylene/Gas and 
Electric Welding, Cutting, Forming 
and Heat-Treating Apparatus/ 
Welding Rods, Wire and Electrodes/ 
Power Sources/Heat Exchangers/ 
Steel-Conditioning Machines/ 


Ferroalloys, Alloying Metals, Pure 
Metals and Metal Compounds pro- 
duced from the elements Boron, 
Calcium, Chromium, Columbium, 


UNION CARBIDE Low- and High- 
Density Polyethylene Resins/ 
Co-Polymers/Vulcanizable and 
Semi-Conductive Compounds/ 
Polyethylene Film/Polyethylene 


Dominion Viscose Products Limited 
- cellulose food casings/Smelter 
Power Corporation - hydro-electric 


Theatre Projector Carbons/Carbon 
and Graphite Products for chemical, 
electrical, mechanical and metal- 
lurgical applications 


Elastomers/Urethane Foam 
Intermediates/Vinyl Coating Resins/ 
CELLOSIZE/CARBOWAXES/UCON 
Lubricants/Ucar Latices 


EveREADY Flashlight Lamps/ 
PResTONE II Anti-Freeze and 
Summer Coolant/PRESTONE Car 
Care Products/GLab Food Wrap, 
Bags and Garbage Bags 


Rock-Piercing and Shaping 
Equipment/Medical Gases, 
Inhalation and Suction Therapy 
Equipment/Distillation Trays/ 
Cryogenic Equipment/Food 
Freezing Equipment/Molecular 
Sieves/Unox System for secondary 
wastewater treatment 


Manganese, Silicon, Tantalum, 
Titanium, Tungsten, Vanadium and 
Zirconium 


Powders/Polysulfone Resins/ 
Polyvinyl Chloride Compounds 

and Sheeting/Polystyrene Resins/ 
ViskiING Cellulose Food Casings/ 
VISTEN and PERFLEX S Specialty Films 


power/Union Carbide Canada 
Mining Ltd. - mining and exploration 
for minerals 
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Sales of $192,800,000 in the first half of 1976 


UN ION - ry represented a four percent increase over sales of 
E ae A) | $186,120,000 in the same period of 1975. Volume 
CARBID Be gestae accounted for the bulk of the improvement as the / 


pricing of Union Carbide’s products experienced 
little change from a year ago. 
Strengthened plastics and chemicals markets 
arihiidgia (C's aal imitad contributed to the record sales result: Demand for 
; oe Re nese the Company's EVEREADY batteries and GLAD 
ae products also improved. The gains in these product 
te Sa a | | areas were partially offset, however, by a decline in 
See ee ee SN ere oe the sales of metals, carbon products and industrial 
gases, reflecting a slower than anticipated rate of 
recovery in the Canadian economy and a reduced 
ARO2 level of domestic ingot steel production: 
: : Net income at $13,807,000, or $1.38 per share, 
GOES SRG Seek was 34 per cent lower that the $20,857,000, or $2.09 
per share, earned in the first six months of last year. 
Lower sales to the steel industry, price deterioration 
in certain metals markets and sharply-increased raw 
material costs for carbon products that were not 
immediately recoverable due to Anti-Inflation Board 
| restraints were the principal reasons. A decline in 
inventory profit and substantially-increased 
pre-operating expenses of the Company’s new 
Moore Township polyethylene plant in south- 
western Ontario also adversely affected earnings. 


Construction of the $170 million Moore Township 
facility was more than 30 per cent complete and on 
schedule at the end of June. The plant will be 
operational in mid-1977. In other construction 
activities, work started on a new $12 million air 
separation facility at Oakville, Ontario. To be 
completed late next year, the Oakville plant will 

= supply liquid oxygen, nitrogen and argon to 
y | expanding industrial and medical markets. 
Total construction expenditures of $46,551,000 
SEERA alae compared with $20,618,000 spent in the comparable 

period of 1975. To assist in financing current 
expansion activities, $30 million of six-year 9% per 
cent notes and $30 million of ten-year 9% per cent 
debentures were issued on the international capital 
market in May. 


For capital-intensive companies like Union 
> Ve” : Carbide that are engaged in planning and 

implementing major expansion projects extending 
| over several years, it is a major concern that the 
Federal Government's present policies intended to 
encourage capital spending are failing to do so. The 
Government’s investment tax credit, for example, 
was introduced only as a short-term measure and 
compares unfavourably with the comparable 

credits that are available to competitors of Canadian 
es } ‘ " manufacturers. A more competitive investment tax 
| credit of longer duration, together with the indexing 
of capital cost allowances, would achieve a great 
deal to encourage the capital investment Canada so 
desperately needs at this time to create jobs. 

Looking to the balance of 1976, a continuation of 

many of the conditions that prevailed during the first 
half of the year is anticipated. Consequently, it 
would be unrealistic to expect much improvement in 
second-half results over the level attained in the 
first six months of the year. 


J} ‘ President 


Union Carbide Canada Limited and Consolidated Subsidiaries 


Interim Consolidated Statement of Income 
(subject to year-end audit and adjustment) 


Six Months Ended June 30 1976 1975 
(in thousands of dollars) 


Sales $192,8 ‘a $186,120 ) 

Cost of Goods Sold $144,922 $130,166 ‘i 

Selling, General and Administrative Expenses 14,617 12,846 

Depreciation and Amortization 8,933 8,077 

Interest on Long-Term Debt 6,264 174,736 1,418 152,507 
18,064 33,613 

Investment Income 3,650 881 

. Gain on Disposal of Capital Assets 121 3,771 103 984 

21,835 34,597 

Income Taxes 8,955 14,953 
12,880 19,644 

Share of Income of Companies carried at Equity 927 1,213 


Net Income 


Net Income Per Share “$1.38 ee ws 


Interim Consolidated Statement of Changes in Financial Position 
(subject to year-end audit and adjustment) 


Six Months Ended June 30 1976 1975 
(in thousands of dollars) 


Source of Funds 


Operations 
Net Income $ 13,807 $ 20,857 
Items not affecting Working Capital 
Depreciation and Amortization 8,933 8,077 
Transfer to Deferred Income Taxes 15,170 8,974 
Share of Unremitted Earnings of Companies 
carried at Equity (675) (1,036) 
Working Capital Provided from Operations 37,235 36,872 
Disposal of Fixed Assets 529 341 
Net Proceeds from Long-Term Debt Issue 58,275 73,837 
96,039 111,050 
Application of Funds 
Acquisition of Fixed Assets 46,551 20,618 
Dividends Paid 4,375 4,250 
Increase in Investments 2,779 2,203 
Current Portion Long-Term Debt 2,727 _ 
Other-Net 284 145 
56,716 27,216 
Increase in Working Capital 39,323 83,834 
Working Capital at beginning of period 134,371 76,727 
Working Capital at end of period » $173,694 $160,561 
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Carbon & 
Graphite 
Chemicals 
Consumer 
Products 
Gases 
Metals 
Plastics 


Head Office 

123 Eglinton Avenue East, 
Toronto, Canada 

M4P 1J3 


Stock Transfer Agent and Registrar 
Canada Permanent Trust Company, 
Toronto, Halifax, Montreal, 
Winnipeg and Vancouver 


Stock Exchange Listings 
Montreal, Toronto and Vancouver 


Wholly-Owned Consolidated 
Operating Subsidiaries 

Dominion Viscose Products Limited 
Smelter Power Corporation 

Union Carbide Canada Mining Ltd. 


UNION 
CARBIDE 
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On aenregistré, pour le premier semestre de 1976, un 
chiffre de ventes de $192,800,000, ce qui représente une 
augmentation de quatre pour cent par rapport au chiffre de 


.$186,120,000 enregistré pour la méme période en 1975. 


Etant donné que le niveau des prix de Union Carbide a subi 
peu de changements par rapport a ce qu’il était il ya un an, 
cette augmentation était due en grande partie a |’'accroisse- 
ment du volume de ventes. 

Le raffermissement des marchés des plastiques et des pro- 
duits chimiques a contribué au résultat de ventes record. La 
demande pour les piles EVEREADY et les articles GLAD de 
la Compagnie s'est également améliorée. Cependant, les 
gains réalisés dans le domaine de ces articles ont été contre- 
balancés en partie par une baisse du chiffre de ventes des 
métaux, des produits a base de carbone et des gaz indus- 
triels, situation due a un rythme de redressement de |’écono- 
mie canadienne qui est plus lent qu’on ne le prévoyait, et ala 
réduction du niveau de la production canadienne d’acier de 
lingot. 

Le revenu net de $13,807,000, soit $1.38 par action, était 
inférieur de 34 pour cent au chiffre de $20,857,000, soit $2.09 
par action, atteint au cours du premier semestre de |’an der- 
nier. Parmi les principales raisons a cet état de choses: la 
baisse des ventes a |’industrie de la sidérurgie, la détériora- 
tion des prix dans certains marchés des métaux et un ac- 
croissement considérable du coat des matiéres premiéres 
pour les produits au carbone, accroissement qui n’était pas 
immédiatement récupérable en raison des restrictions impo- 
sées par ja Commission anti-inflation. La baisse des profits 
sur les stocks et une augmentation considérable des dépen- 
ses avant l’exploitation de la nouvelle usine de polyéthylene 
de la Compagnie dans le canton de Moore, dans le sud-ouest 
de l'Ontario, ont également eu une influence défavorable sur 
les bénéfices. 

La construction de l’usine de $170 millions dans le canton 
de Moore était achevée a plus de 30 pour cent, et ala fin de 
juin les travaux avaient progressé conformément a |’échéan- 
cier. L’usine commencera ses opérations vers le milieu de 
1977. Comme autres activités de construction, citons que les 
travaux de construction ont commencé pour une nouvelle 
installation de $12 millions pour la distillation fractionnée de 
l'air a Oakville, Ontario. Cette usine d’Oakville, qui sera ache- 
vée vers la fin de l'année prochaine, produira de l’oxygéne, 
de |’azote et de |l’argon liquides aux marchés industriels et 
aux marches médicaux en pleine expansion. 

Les frais totaux de la construction étaient de $46,551,000, 
en comparaison de $20,618,000 dépensés pendant la période 
correspondante de 1975. Pour aider a financer les activites 
d’expansion actuelles, une emission de $30 millions d’obliga- 
tions a 9% pour cent, a échéance de six ans, et une émission 
de $30 millions de débentures a 9% pour cent, a échéance de 
dix ans, ont été faites sur le marché international des capi- 
taux en mai. 

Pour les compagnies comme Union Carbide, qui exigent de 
forts investissements en capitaux, et qui organisent et réali- 
sent d’importants projets d'expansion portant sur plusieurs 
années, il est inquiétant de voir que les politiques actuelles 
du gouvernement fédéral, visant a encourager les dépenses 
en capital, sont insuffisantes pour atteindre ce but. Les de- 
grévements fiscaux sur les investissements, par exemple, ont 
été introduits seulement a titre de mesure a court terme, et ils 
ne soutiennent pas la comparaison avec les dégrevements 
qui sont offerts aux concurrents des fabricants canadiens. 
Des dégrevements plus compeétitifs et de plus longue durée 
sur les investissements, ainsi que |’indexation des allocations 
du cout en capital, permettraient en grande partie d'encoura- 
ger les investissements en capital dont le Canada a un besoin 
pressant a I’heure actuelle en vue de la création d'emplois. 

On prévoit, pour le reste de l’année, qu'un bon nombre de 
conditions qui existaient au cours du premier semestre sub- 
sisteront. Par conséquent, ce serait faire preuve d'une atti- 
tude peu réaliste de s’attendre a une amélioration considé- 
rable des résultats du deuxiéme semestre par rapport a ceux 
des six premiers mois de l'année. 
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/] Le président 


Union Carbide du Canada Limitée et ses filiales consolidées 


Relevé consolidé intérimaire du revenu 
(sous réserve de vérification et d'ajustement en fin d’année) 


Six mois terminés le 30 juin 1976 1975 
(en milliers de dollars) 


Ventes $192,800 $186,120 

Cout des marchandises vendues $144,922 $130,166 

Frais de ventes, frais généraux et frais d’administration 14,617 12,846 

Dépréciation et amortissement 8,933 8,077 

Intérét sur la dette along terme 6,264 174,736 1,418 Ho OOM, 
18,064 33,613 

Revenu sur les placements 3,650 881 

Gain sur la disposition d'immobilisations 121 3,771 103 984 
21,835 34,597 

Impots sur le revenu 8,955 14,953 
12,880 19,644 

Part du revenu des compagnies en participation 927 1,213 

Revenu net Z $ 13,807 $ 20,857 

SN a a a ES EE SEI OE TE LES ENE SE SE cee RN RATE ATE AE EERE NEL ETE SEG LE FD LOT LE ERS LIE ERIM LE A VEDI EA AE OEE SMS FR Se IPN TA SA 

Revenu par action $1.38 $2.09 


Relevé consolidé intérimaire des variations de la position financiére 
(sous réserve de verification et d’ajustement en fin d’année) 


1976 197 
(en milliers de dollars) 


on 


Six mois terminés le 30 juin 


Source des fonds 


Exploitation 
Revenu net $ 13,807 $ 20,857 
Postes n’affectant pas le capital de roulement 
Dépréciation et amortissement 8,933 8,077 
Transfert des impots sur le revenu différés 15,170 8,974 
Part des bénéfices non versés des compagnies en 
participation (675) (1,036 
a 
Fonds de roulement provenant de |’exploitation 37,235 36,872 
Disposition des immobilisations 529 341 
Produit net de |’emission pour couvrir la dette along terme 58,275 73,837 
en  ————— Ee —————e————————————————— eae 
96,039 111,050 
Utilisation des fonds 
Acquisition d’immobilisations 46,551 20,618 
Dividendes payés 4,375 4,250 
Augmentation des investissements 2,779 2,203 
Part courante de la dette a long terme 2,727 = 
Autres—Net 284 145 


_—————— 


56,716 27,216 


Augmentation du fonds de roulement 39,323 83,834 


Fonds de roulement au début de la période j 134,371 76,727 


Fonds de roulement ala fin de la période } $173,694 $160,561 


Carbone & 
Graphite 
Produits 
chimiques 
Produits de 
consommation 
Gaz 

Metaux 
Plastiques 


Siege social 

123 Eglinton Avenue East, 
Toronto, Canada 

M4P 1J3 


Agent de transfert d’actions 

et registraire 

Canada Permanent Trust Company, 
Toronto, Halifax, Montréal, 
Winnipeg et Vancouver 


Inscription aux bourses suivantes 
Montréal, Toronto et Vancouver 


Filiales Principales 

Dominion Viscose Products Limited 
Smelter Power Corporation 

Union Carbide Canada Mining Ltd. 


